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SUBJECT: TAIPEI STOCK EXCHANGE 

1 . TAIPEI STOCK EXCHANGE INDEX HAS SOARED TO RECORD 
LEVELS SINCE MAY 1, WITH ALL-TIME HIGH OF 539.83 
REACHED ON MAY 12. BY COMPARISON, AVERAGE YEARLY 
INDEX FIGURES FOR RECENT YEARS WERE AS FOLLOWS: 


1972 

161.15 

1975 

317.48 

1973 

371.73 

1976 

343.04 

1974 

349.52 

1977 

382. 


2. BECAUSE OF ITS SMALL SIZE (83 COMPANIES LISTED; 

AVERAGE DAILY TURNOVER ABOUT U.S.25 MILLION) 
STOCKMARKET HISTORICALLY HAS NOT BEEN CONSIDERED MAJOR 
FACTOR IN DETERMINING HEALTH OF ROC ECONOMY. MAJOR 
TRADERS ARE FINANCIAL INSTITUTIONS. PARTICULARLY TRUST 
AND INVESTMENT COMPANIES. THERE ARE FEW BROKERS TO 
HANDLE ACCOUNTS OF SMALL INDIVIDUAL INVESTORS. 

3. TWO REASONS ARE BEING ADVANCED FOR RECENT RISE IN 
INDEX. FIRST, KMT-OWNED CENTRAL INVESTMENT HOLDING 
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COMPANY REPORTEDLY HAS BEEN BUYING HEAVILY IN MARKET 
IN ORDER TO CREATE FAVORABLE CLIMATE BEFORE INAUGURA- 
TION OF CHIANG CHING-KUO ON MAY 20. SECOND, MARKET 
IS MERELY REFLECTING STRENGTH OF ROC ECONOMY. 

EMBASSY HAS CHECKED WITH NUMBER OF U.S. BANKS AND TWO 
U.S.-INVESTED COMPANIES LISTED ON EXCHANGE. THEY 
DISCOUNT KMT MANIPULATION OF MARKET AS IMPORTANT 
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FACTOR. IN THEIR OPINION, BOOMING ECONOMY IS SUFFICIENT 
REASON IN ITSELF FOR RISING MARKET. EARNINGS FOR 
MOST COMPANIES LISTED ON EXCHANGE WERE MUCH HIGHER 
IN 1977 THAN IN 1976, FIRST-QUARTER EARNINGS IN 1978 
WERE UP SUBSTANTIALLY OVER SAME PERIOD IN 1977 AND 
MOST COMPANIES ARE PREDICTING GOOD SALES AND PROFITS 
FOR REMAINDER OF 1978. SULLIVAN 
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